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ContraciManagement 



c. 



that follow the feasibility study". 

a. What constitutes a contract. ^^ fe tKe t^ f 

b . Wh3t are the basic "P™"" w£ch *■» rf ^ ^ 

contract undertaken "^1^8 -ntract is ftllflfeg these 
requirements state whether the tonowing 

^^eromena, A ^ coated a pnv J- -^«^£ 

company a ^,7^J^j£2tt£U 
(Eighty thousands fedans)^th no u^esto^ ^^ 

_ supper-finishing -^^"ha Action company- 
tvpes of finishing. The secona pauy r7% \ of ^e fair- 

s. to *. -^aavsKs tss . & •«*- 

finishing residential buildings V^<f~> ^ ^e two 

of the la nd is 2^t%^^^ Z ^ diSPUteS t 
SS Z£££E? It ^ stated that the company must 
complete the project withm 10 years. i(Je for thc type of 

What are the determining factors for types ot conirac 

contract of the following projects: is ^ he [ d 

administration" 

f * upt nrncurement which consists of the following cost 
2K S SSXSSSS - added to each cost element 



s. 



Item 



Engineering 

Engine ering labor 



Kn£^enngJa bor rate 
Overheads rate__ 



Manufacturing 



Manufacturingjabor 



Manufae^urmgjabonra^ 



Overheads rate 



Material 



General and ato^stratignjrate 
Profit rate 



Measure 

T300 hours 



SS^erhour 



150% 



2,000 houre 
$3 per hour 



200% 



$5,000 



12% 



10% 



r t„» fnr Drven/Emrineermg, Manufacturing and Material are Sso, 
(Contingency factors fot Design^ngm et rig, j f wfe 

7% and 10% respectively. In general, contingency is caiau 
involved in procuring relevant items) 

ceiling and a split of 80 20 a&ove J& ^ ^ ^ Qt 

If the contractor incurred costs ot &:>u,uuu, wu 
reimbursement to the contractor including protit/ 

< i ^ <c*s nno under the above contract, what 

3 If the incurred costs amounted to $75,000 under the contact discussed above, 
wha" would be the amount of reimbursement to the contractor 
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.SjUiSt J*Ul £&z3 Jl* 2jl«=>Y* ^-ii-a .1 

O^Uo ^j t( J-lo 750 oi-Uil ^e. jfc HI ^i ^i SJ-S-» ^U-»V» JJ* <>" V-J -3 
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'Procurement by contract is a process, waich generally comprises of six stages 



a. What constitutes a contract? f 

b What are the basic requirements which should be detailed id .the ^ types of 

iact undertaken to execute projects? In the ligjit o th.se basic 

requirements state whether the following contract is Fulfilling these 

equipments. contr acted a private-sector co^ction 

company a large multistories buildings of 80,000.00 feddans 
(Eighty thousands fedans) with no utilities to build a residential city 
- supper-finishing villas and multistories buildings with different 
types of finishing. The second party - the construction company- 
pledges to give the first party a certain percentage (7 /•)• of tne tair- 
finishing residential buildings (W* CW in return. Tbe location 
of the land is outside the borders of any known city. The two 
parties agreed that the Egyptian courts will decide for disputes 
during the project duration. It is stated that the company must 
complete the project within 10 years." ^t™^f 

c. What are me determining factors for types of contracts. Decide for the type of 

contract of the following projects: . 

1 Removing a landslide where the road is closed. Traffic is being held 

up and lives are at stake. The contractor is expected to provide the 

equipment and labor. 

2. A special-purpose turret lathe that must be designed and manufactured 

for special purpose use. ■ 

3. A work must start quickly on a shut-down maintenance that has not 
been well prepared due to reasons beyond the control 

4. An extension of a large communication network that is established last 

year. 
5 Annual maintenance of a hospital's laundry and kitchen, 
d What are the risks that are involved in each of the previously mentioned 
projects. Mention which party (contractor and/or owner) to take the risk. 

Question No. 2 

"Fixed-Price Incentive (FPI) Contract aims to reward or penalize contractors 

based on their ability to control cost primarily in manufacturing and general 

administration" 



Prepare a cost estimate for a FPI procurement, which consists of the following cost 
elements. The proper contingency factor should be added to each cost element 



<V 



X< 



I 




Am Shams University 
Faculty of Engineering 
Design and Production 
Engineering Department 



- ' r / '( / . '• 
9 U-) V^XsUj f-tS \. 



Fourth-Year Production _ > ~ 

January 08 



J 



Industrial Legislation and Contract Management 



Answer All Questions 



Time is 3 Hours 



.cdSj ^Je- 3J£l«t jSJl .Aj3jj151I J&ljall (jjuiaj •!» Jjjaull j a^uxil t>* cJS <-«je 

,^JI cij*-Jl ^5 Jb «-i>«JI o^ ^a 1962 fc-1 93 ol^2» - 
1994 iUi 4 ^aj AliJI tjjilSl 4yijinti <=»£UI 

1971 jj3*o - 



.1 

.2 






.3 

( J&?tfl ^glc jkui 6) (jli»ji«B ^ t»iV>j Uj jl^JluVI ^> SjtuJl i^lti <j!uslj 

ij (Jjjjx-xaH (JLmJI I ja.>» lill-ia. La J3a <J~ <jc.Lo=Jl J**B -^jSc (jl t_sj£ jlauil Aiuj ^jc Jjjj V Loj9 £-_>i3 . 1 

J'"- £jLik ( JJJJ.,^«M JlaJl t>afr ftjjajj J& -iC-LaJ — OjJ^ll <U_oi 
f^LjaASi} AJijj ^-1 AJaji- ^ j>2 u' S- 1 ^ <^ AjL»Sj1I j Sjjj^auH JUeVl U .2 

.Aacliwall AjlSjll j IntK^'iti (_-iiLaC. ^3 xjLucvill (jinjrfcl^ylt •^3»5 J «-5__>*«a AxoAl £t*Jaj .3 

j ZuCXut Jo 3JaaLa-ail (J ^jjU-a5l J^o-a £)1 jai fA-J Qj Uxl l ^eLoJ c^' ■taJjB ^'j53 A-Lo&l ^jjijII £* ^*i>j .4 

£* ^djl -Uf«aJ <> f j* a^aS J) ^Jl -oj^jfl 5jjSU ^Ic liiJla. JS\ Cil£>£S tf-ia-W »J^B *-"»JJ* &iL«UJI Ja.i o^J* 3 

.SjK'iti ci«L«j CJiJ ^31 AjL^aVl t_ii**a . 1 

? (S^LuJl _y& 3ilS2Jl jLucVI ^S ^) da^Ull AilS j^\jc U .3 

Soa.lj <pjj aJ ua *i p*j *tW» 750 (j^^l JJ& u^ ^ ^j^l "^31 Si«LJl obL-aVl jJjS Jj*- <_u-a.1 .4 

Sitia ajL^} 20 <]? XU1I f Ut ^5 SteuA cAjU^VI jjo c$Z j,*5Jb <j? l»ji 300 Sj-J 

4aJ!U«-o AaijS j SbaJl SjjJ J^',^ 6* ^.J* cJS <->JJ«s- Lyfa 1982 AiJ 48 £-j_>.3jJI SUa. SjjJ f^»jBj (|^aj -3 



[.■ 



Contract Management 
Question No. 1 

"Procurement by contract is a process, which generally comprises of six stages 
that follow the feasibility study". 

a. Discuss this statement depicting the six stages of procurement by contract 
(Ten lines at most). 

b. What constitutes a contract? 

c. What are the basic requirements which should be detailed in the types of 
contract undertaken to execute projects? Explain three of them in some details 

d. What are the basic types of contracts used in procurement of hardware. 
Explain one variation for each type of contract 

e. Discuss the determinong factors for types of contracts. Give examples 

f. What are the risks that are involved in each type of contract. Mention which 
party (contractor and/or owner) to take the risk 

Question No. 2 

"Fixed-Price Incentive (FPI) Contract aims to reward or penalize contractors 
based on their ability to control cost primarily in manufacturing and general 
administration" 

A contract, based on L.E. 38,000.00 target cost was awarded with 120-percent 
ceiling and a split of 75-25 above target cost and 80-20 below the target cost. 

a. If the contractor incurred costs of $50,000.00 what would be the amount of 
reimbursement to the contractor including profit? 

b. If the incurred costs amounted to $35,000.00 under the above contract, what 
would be the amount of reimbursement to the contractor including profit? 

c. If the incurred costs amounted to $75,000.00 under the contract discussed 
above, what would be the amount of reimbursement to the contractor 
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mSfoTcontract wouid be appropriate for the ™^J?^™™' are 

1 . feing the failure of an important bridge. Traffic is bemg held up and hves are 
at stake. The contractor is expected to prov.de the equipment and Jabor_ 

2. A special-purpose turret lathe that must be designed and manufactured tor 

3. SKU « • <"**™ «"*-"« ^ ^ Mt ^ We " 
prepared due to reasons beyond the control 

4. An extension of a large communication network that is estabhshed last year. 






Sixth Question 

Prepare a cost estimate for a FPI procurement, which consists of the following cost 
elements. The proper contingency factor should be added to each cost element 



s. 


Item 


Measure 


1 


Engineering 






Engineering labor 


1,500 hours 




Engineering labor rate 


$5 per hour 




Overheads rate 


150% 


2 


Manufacturing 






Manufacturing labor 


2,000 hours 




Manufacturing labor rate 


$3 per hour 




Overheads rate 


200% 


3 


Material 


$5,000 




General and administration rate 


12% 




Profit rate 


10% 



(Contingency factors for Design/Engineering, Manufacturing and Material are 5%, 
7% and 10% respectively. In general, contingency is calculated to cover risks 
involved in procuring relevant items) 

1 . The contract, based on the previous calculation was awarded with 120-percent 
ceiling and a split of 75-25 above target cost and 80-20 below the target cost. 
If the contractor incurred costs of $50,000, what would be the amount of 
reimbursement to the contractor including profit? 

2. If the incurred costs amounted to $35,000 under the above contract, what 
would be the amount of reimbursement to the contractor including profit? 

3. If the incurred costs amounted to $75,000 under the contract discussed above, 
what would be the amount of reimbursement to the contractor 



?3 p 



| 



